
Docket No. 94-07-07 Page 11

this "will foster universal service and prepare Connecticut's citizens for full participation
in the information superhighway of the twenty-first century." (li1-) AT&T cautions that
the Department must avoid "at all cost" "modifications to the definitions of basic and
local service that strengthen the incumbent LEC's monopoly position." (kJ..)
"Otherwise, Connecticut consumers will not experience the benefits that arise when
effective competition occurs and the state of Connecticut will not be in a position to
attract the new businesses and jobs that come with being a leader in
telecommunications services." (kJ.., pp. 6-7)

5. Mel Telecommunications Corporation (Mel)

MCI states that "it is critical to develop a standard definition of basic
exchange service." (MCI Position Paper, p. 2) According to MCI, "[e]xplicitly defining
basic (universal) service is one of the key components of implementing a pro
competitive universal service policy." (kJ..) "By defining basic local service, then the
cost of that service can be measured and any appropriate universal service subsidy
determined and funded." (kJ..)

In MCI's view, the term "basic service" is not clearly defined in Connecticut
at present. It thus recommends that basic service be defined as follows: "The provision
of single-line, single party residential access to the first point of switching in a local
exchange network, unlimited usage within an exchange area, and access to 911,
operator services, directory assistance, and telecommunications relay service, at a rate
no higher than the current nationwide average for basic local residential service (about
$18)." (/.d., p. 4) MCI cautions, however, that the Department should not define basic
service "for the purpose of requiring all carriers to offer a prescribed basic service
offering." (J.d.., p. 6) It offers its definition, therefore, "only in the context of achieving a
competitively neutral universal service policy, and not as a minimum service
requirement to which service providers should be held." (la.) According to MCI, "[ilt is
clearly appropriate to require SNET (and only SNET) to continue providing basic
service using the existing local calling areas." (MCI Reply Brief, p. 7)10 MCI clarifies in
its Reply Comments, however, that it does agree that all local service providers should
be required to provide its customers access to all services which the Department
determines are necessary to protect the public safety. (MCI Reply Comments, p. 1)

MCI states that at present "local service" is defined by the tariffs of the
telephone companies currently providing local exchange services in Connecticut. (MCI
Position Paper, pp. 4-5) "MCI submits that the definition of local service contained in
the tariffs of the local telephone companies should not be used to impose parallel
service requirements on new entrants." (J.d.., p. 5) "Permitting would-be competitors to
tariff whatever local exchange services they feel is appropriate in order to respond to
what they perceive as market demand would serve the public interest by offering
consumers a wide array of calling plans and technical innovations to meet their
particular needs." (jQ.) MCI strongly' disagrees with other participants in this

10 The Department assumes Mel intends that basic service should also be provided by the state's two
other telephone companies. New York Telephone and Woodbury Telephone. '
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proceeding who advocate the adoption of minimum calling areas for new entrants.
(MCI Reply Comments, p. 4) In MCl's view, there are "no technical or public interest
reasons to impose minimum local service area requirements on new entrants, and in
fact, such requirements would hamper the development of competition." (ld., p. 1)

6. Sprint Communications Company L.P. (Sprint)

According to Sprint, "basic service" historically has been loosely defined in
Connecticut as "Plain Old Telephone service or 'POTS' service, consisting primarily of a
voice grade access line providing basic access to the pUblic switched network." (Sprint
Position Paper, p. 4) Sprint states that "Universal Service" is the "widespread
availability of telephone service [POTS] at a reasonable rate." (J.d.) Sprint argues that
in Connecticut, Universal Service has been accomplished, and the Department should
"turn its attention to maintaining Universal Service in a competitive environment." (10..,
p.5)

Sprint recommends that the following components be included in basic
service: provision of a voice grade access line; touchtone calling; access to a chosen
local and long distance carrier; access to emergency service (e.g. 911/E911); access to
assistance services (e.g. operator, directory assistance); access to Statewide Relay
Service (TRS); white pages directory listing; and privacy protection. (J.d., pp. 7-8)
Sprint argues that its concept of basic service "lends itself easily to all providers of local
service, including incumbents as well as new entrants."11 (J.d., p. 8)

Sprint contends that because the telephone companies have ubiquitous
coverage, even with competitors entering the market, regulators will continue to look to
the telephone companies to provide local service to alt. (le1., p. 6) According to Sprint,
the obligation to provide service to all should diminish as the transition to full
competition results in ubiquitous alternatives. (1.d..) Therefore, in Sprint's view,
effective competition for every customer may nullify the concept of the provider of last
resort. (J.d.)

Sprint cautions, however, that "the Department must recognize that before
local service competition can be truly effective, the incumbents' prices for basic service
must be cost-based." (1.d..) Therefore, according to Sprint, "existing subsidies which are
provided by non-basic local services must be removed, and prices for the LECs' basic
services, residential services in particular, must move toward cost-based levels." (1.d..)
Sprint recognizes that this may mean increases to residential customers during the
transition to effective competition, but states that "[ilf basic service rates are not going
to be increased to cost-based levels, then the embedded subsidies flowing to basic

11 Sprint suggests that the bundle of services included in a Universal Service definition of basic services
should be nationally defined and periodically adjusted to accommodate changes in technology and
market demand. (Sprint Position Paper, p. 6) OCC disagrees with Sprint's suggestion, stating that the
definition of basic service can differ from state to state. (OCC Comments, p.6) According to OCC,
·Connecticut's high per capita income level. coupled with its geographically small size and high
population density and high telephone penetration level. suggest strongly that Connecticut's definition
of basic service can be more inclusive than a nationwide standard: (Jd.)
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service will need to be carved out of existing rates and placed into a Universal Service
fund: (Jd.) Sprint continues by contending that "[i]deally, basic service rates will be
allowed to obtain cost-based levels, and only certain eligible low income subscribers
with demonstrated financial need will receive a Lifeline sUbsidy from the Universal
Service fund." (Jd., p. 9)

In Sprint's view, the public "will benefit from the introduction of customer
choice and competition in the prOVision of basic local services which should bring about
innovative services and lower, cost-based, pricing for all telecommunications services."
(Id.) "This will stimulate usage of the network, creating economic efficiency which will
ripple throughout the Connecticut economy." (l.d..)

7. Teleport Communications Group Inc. (TCG)

TCG states that "[s]ince the passage of the Communications Act of 1934,
universal service has come to mean a policy commitment to assure affordable, basic
telephone service to every citizen." (TCG Position Paper, p. 1) According to TCG, the
definition of what constitutes basic service "is critical to the future of universal service."
(Jd., pp. 1-2)

TCG states that basic service "represents the minimum level of service to
which all consumers should have access." (Jd., p. 4) TCG believes that basic service
should be defined according to three general criteria: "consumer demand for services,
concern for public health and safety, and the societal cost of providing the service."
(Jd., p. 5) In TCG's view, "[t]he key attributes <;>f basic service are access and
connectivity," and should be limited today to the following services: single line dial tone,
touch tone. calling within a local area, access to long distance service. and access to
emergency services. (1.d.., pp. 5-6) In the future, contends TCG, "the Department
should modify the definition of basic service only after thorough investigation of the
types of services chosen by consumers." (kl., p. 6)

It is TCG's view that basic service "should be the responsibility of each
carrier providing service to residential customers." (Jd..) However. "[t]o assure that at
least one carrier serves every exchange area, the carrier-of-Iast-resort obligation ...
should be retained even in a competitive environment." (Jd.., p. 8) rCG argues that
"[b]ecause the incumbent carrier sets the initial subsidy. it should retain carrier-of-Iast
resort obligation until competition and a complementary universal service program are
firmly in place" (k1., pp. 8-9) "At such time, however, the incumbent may opt not to
serve a particular area." (Jd.., p. 9)

If other carriers (using any technology) are willing to provide service to the
area at the existing rate and SUbsidy level, intervention is unnecessary. If
no carrier is willing to serve. the Department (or the administrator of the
subsidy fund) must hold an auction of the service area. Under such
circumstances, the right to provide service to the customers in the area
will be offered to the carrier willing to provide service at the lowest price to
the end user and at the lowest subsidy.
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8. The New England Cable Television Association, Inc. (NECTA)

NECTA bases its comments on the assumption that the Department's
purpose in defining basic and local service "is directed to determining what level of
service should. be provided as 'universal service' to all Connecticut residents and
businesses." (NECTA Position Paper, p. 2) According to NECTA, the "traditional
concept of basic 'universal service' has been defined very narrowly, and has been
largely limited to access to the public network." (!d.., pp. 3-4) NECTA continues by
stating that universal service, "as that term is understood today, tends to mean basic
analog voice grade 'dial tone line' (capable of being furnished via twisted copper pairs)
that supports voice and low speed data communication and provides access to all
subscribers (local and toll)." (!d.., pp. 4-5) According to NECTA the following should be
considered part of basic service: voice grade access line, tone dialing, access to local
and toll calling, access to emergency service (911/E911), access to assistance services
(operator, directory assistance), statewide relay services, directory listing, and privacy
protections. (!d.., p. 5) In addition, NECTA states that it may be appropriate "to include
some local usage as part of basic service, as the utility of access goes beyond the
ability to receive incoming calls." (!d..)

NECTA contends that the concept of universal service will evolve over
time. (!d.., p. 7) NECTA states that the following criteria are relevant in assessing the
services and capabilities that should be included within universal service: customer
need/demand for the service or capability, public benefit associated with the
service/capability, whether the service/function provides an underlying capability
necessary to access other basic services, the level of subscription to the
service/capability, the cost to include the service/capability within basic service, and
whether the service/capability would be generally available and affordable' without
government action.12 (!d..)

NECTA makes it clear in its Comments that "as long as [the incumbent
telephone company] remains the dominant provider of local exchange services, the
availability of service from the [telephone company] that meets the basic service level
obviates the need for competing local exchange carriers ... to be compelled to furnish
an equivalent basic service offering." (NECTA Comments, p. 3) It is NECTA's view,
therefore, that the basic service definition it has suggested should be made available by
the telephone companies to all customers who desire that level of service and the
Department should make no such minimum service requirements on new entrants. (!d..,
p. 8) According to NECTA, its members should be required to provide only E911
access and handicap access in its local service offerings. (Testimony of Helen Golding,
January 25, 1995, p. 79) "NECTA members want to provide that which their customers

12 AT&T expresses strong support for use of these criteria in determining what should be inctuded in basic
service. (AT&T Comments, p. 3)
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want them to provide and which is efficient for them as a business decision to provide."
(kl., p. 78)

NECTA "is not entirely clear on what the Department intends by reviewing
'basic' and 'local' service as two distinct concepts within the context of this proceeding."
(NECTA Position Paper, p. 8) NECTA states. however. that "there are clearly a range
of existing local service options that go beyond what should be included in universal
service... (kl.). At present, those are available through tariffs of the telephone
companies. (kl.) NECTA contends that "[w]ith the entry of new providers authorized by
the Department. the variety, rate structure, and other aspects of local services will
expand and change, as new providers structure their offerings to meet their perceptions
of customer demand: (kl., p. 9) In NECTA's view, "[w]hile it is appropriate for the
Department to determine what level of service should be provided as basic universal
service. it is not in the public interest for the Department to 'lock in' a standard definition
of local exchange service." (kl.)

9. Cablevision Lightpath, Inc. (Lightpath)

Lightpath assumes that the purpose of determining the definition of basic
service and identifying local service offerings in this proceeding "is to assist the
Department in identifying universal services issues that may arise from the introduction
of competition for local exchange services in Connecticut." (Lightpath Comments, p. 2)
According to Lightpath, basic service "refers to those services that should be universally
available to all Connecticut consumers. regardless of whether local exchange services
are provided by a single monopoly carrier or in a competitive environment by multiple
competing local exchange carriers." (ki., p. 3) In Lightpath's view. the follOWing general
principles should govern the Department's consideration of basic/universal service:
"the list of basic service[s] should be evaluated and revised to meet evolving needs";
"basic services should be available to all who wish to use them"; "basic services should
be reasonably priced"; "basic services should be accessible"; and "funding mechanisms
to achieve universal service should be fair and equitable." (lii.)

Lightpath thus recommends that the Department include the fol1owing in
its definition of basic service: voice grade access lines (including touchtone); dial tone;
access to local and toll calling; access to emergency and assistance services; statewide
relay services for the hearing impaired; directory listings; and privacy protections. (kl.,
p. 4) The definition of basic service, however, according to Lightpath should be an
evolving one. (ki.)

Lightpath does not advocate that the Department establish a definition for
local service and thus cautions that the Department should not attempt to impose set
criteria on how new entrants structure their local service offerings. (ki., pp. 7-8)
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The above discussion sets forth the general positions of the participants
submitted in this proceeding. An analysis of the details of those positions reveals a
significant consensus of opinion among this docket's participants. Specifically, the
participants generally agree that: 1) the Department has a statutory responsibility to
conduct this proceeding; 2) basic service and local service are distinctly different terms;
3) basic service is defined in terms of functionality, although the participants do not
agree on all the functionalities to be included in the definition; 4) the definition of basic
service will change over time as technology and market demand develops; 5) local
service is a rate plan; and 6) new providers of local service should have maximum
latitude in creating local service offerings that meet the needs of their customers.

The participants express differing views, however, on two significant issues: 1)
whether new providers of local service should be required to provide basic service, as
defined by the Department; and 2) whether the Department should specify a minimum
local calling area for all providers of local service.

IV. DISCUSSION

A. Introduction

Public Act 94-83 envisions a regulatory framework that will support the
Department's pursuit of broader market participation, while affording the Department
the means to ensure that the public interest is protected. Among the goals articulated
in the Act are: "the universal availability and accessibility of high quality, affordable
telecommunications services to all residents and businesses in the state" and "the
development of effective competition as a means of providing customers with the widest
possible choice of services." Conn. Gen. Stat. § 16-247a (a), as amended by Public
Act 94-83. Moreover, the Department is directed to "regulate the provision of
telecommunications services in the state in a manner designed to foster competition
and protect the public interest." Conn. Gen. Stat. § 16-247f (a), as amended by Public
Act 94-83. It is with the recognition of its responsibilities to both objectives, therefore,
that the Department has conducted its investigation of local service options.

B. Statutory Framework

Section 5 of Public Act 94-83 provides:

In order to ensure the universal availability of affordable, high
quality telecommunications services to all residents and businesses
throughout the state regardless of income, disability or location, the
Department shall . . . periodically investigate and determine, after notice
and hearing, local service options, including the definition and
components of any basic telecommunications services, necessary to
achieve universal service and meet customer needs ....
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Conn. Gen. Stat. § 16~247e (a), as amended by Public Act 94-83. This statutory
section served as the basis for the Department's initiation of the instant docket and
serves as the framework for the discussion that follows.

The provisions of Conn. Gen. Stat. § 16~247e (a), as amended by Public Act 94
83, use both the terms "local service" and "basic telecommunications services." The
language of the statute, therefore, compels the conclusion that it was not the intent of
the legislature that these terms be used interchangeably. Rather, basic
telecommunications service is one aspect of local service. In this Decision (and as
deemed applicable in future proceedings), therefore, the Department will consider the
SUbjects of basic telecommunications services and local service as sufficiently
independent of one another to warrant independent examination, with an appreciation
for the association between the two.

C. The Definition And Components of Basic Telecommunications
.Services

As is evident from Conn. Gen. Stat. § 16-247e (a), as amended by Public Act 94
83, the Department is required to determine the definition and functional components of
basic telecommunications services. Such an explicit statement of that which comprises
basic telecommunications services will be increasingly necessary in a multi-provider
environment13 and will be critical to the Department's deliberations in Docket No. 94-07
04, DPUC Investigation into the Competitive provision of Local Exchange Service in
Connecticut, Docket No. 94-07~08, DPUC Exploration of Universal Service policy
Issues, and Docket No. 94-07-09, DpUe Exploration of the Lifeline program policy
Issues.

During the course of this proceeding, OCC has stated that "basic
telecommunications services must be available at all times and allow the customer to
complete calls to any other telephone in the local service area and to access toll
services." (See oce Position Paper, p. 3) The Department agrees with oce and thus
has determined that basic telecommunications services are "those services considered
essential for minimally acceptable access to and use of the pUblic switched
telecommunications network."

It is the Department's OpiniOn, therefore, that, at a minimUm, basic
telecommunications services must include the follOWing capabilities and qualities:

13 At the outset, it should be clear that the Department is not determining in this Decision whether the
competitive provision of Local Exchange Service should be authorized. In Docket No. 94-07-04, ce.uc.
Investigation into the Competitive Provisjon of Local Exchange Service in Connecticut, the Department
will determine if the competitive provision of Local Exchange Service would be consistent with the
Public Act's goals and other provisions. and, if so, whether in light of the Act's goals and provision, any
restrictions. such as specific terms and conditions, should be imposed on those seeking to provide
Local Exchange Service.
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• provision of a single party, voice grade access line with an associated 7-digit
identification number;

• Touch-Tone® equivalent calling and Automatic Number Identification (ANI)
capability;

• automatic access to the first switching point in the user's presubscribed carrier's
system;

• the ability to receive without additional charge any call irrespective of the network on
which the call originates;

• presubscribed access to a preferred intrastate long-distance carrier and a preferred
interstate long-distance carrier;

• dial access to emergency services under generally accepted dialing protocols (e.g.
911 and 0);

• dial access to telecommunications assistance services (e.g. 411 and Operator);
• dial access to statewide telephone relay services;
• white pages (alpha) directory listing;
• privacy protections (e.g. *67 and Per-Une blocking);
• compliance with explicit and implicit service standards to be established in a future

docket regarding service standards; and
• a usage element, either flat rate or measured, by the NXX prefix of the provider.

D. Duties, Obligations and Responsibilities of All Providers of local
Service

Public Act 94-83 prescribes broader market participation in the
telecommunications markets of Connecticut. In so doing, the legislature sought to offer
the general public greater choice of products, prices and providers, while still ensuring
the universal availability and accessibility of high quality, affordable telecommunications
services to all residents and businesses in the state. The legislature envisioned these
two goals as coexistent, not as mutually exclusive. The Department, therefore, will not
pursue strategies or policies which potentially sacrifice the hard-won benefits of the past
(under a regUlated monopoly) for the uncertain and unprotected promises of the future.

In a multi-provider environment, the prescribed duties, obligations and
responsibilities that have heretofore been solely applied to the current telephone
companies must and will be extended to all participants in the local service market. The
legislature intended that the greater choice of products, prices and prOViders be
available to all customers irrespective of geographic location, economic circumstance,
or classification (Le. business or residential). Therefore, to ensure that all residents
benefit from competition in the. telecommunications market, the Department shall
require each provider of local service to provide basic telecommunications services
(either employing its own network or as a resale offering) within the geographic area for
which the local service provider is certified.

The Department recognizes that this requirement may only be fulfilled if the
telephone companies offer the defined functions of basic service on a tariffed,
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wholesale basis for resale. MCI recommends in its Written Exceptions that such resale
product must, at a minimum, meet the following requirements: 1) any resale product
offered by a telephone company to new entrants must be of the same caliber as that
provided by the telephone company to its end users; 2) resellers must be provided with
a block of numbers or an automated link to the numbering base; and 3) in order to
prevent customer confusion, all calls from reseller customers to the local operator must
be branded, allowing resellers to assure their customers that their chosen carrier is
handling the call. The Department also recognizes the need for providing a suitable
resale offering and will accordingly address this issue in Docket No. 94-07-04, DPUC
Investigation into the Competjtjye Provision of Local Exchange Service in Connecticut,
and Docket No. 94-10-02, OPUC Investigation into the Unbundling of The Southern
New England Telephone Company's Local Telecommunications Network, and will
consider the requirements recommended by MCI.

The Department has interpreted its responsibilities under the provisions of Conn.
Gen. Stat. § 16-247e (a) regarding basic service as that of establishing a threshold
basic service which will serve as the primary platform for development of any number of
products and services in the future. The market demand for solely basic
telecommunications services by an end-user will constitute a relatively small portion of
any prOVider's service offerings, but will provide the essential technical foundation for
almost every telecommunications service.

After careful consideration, the Department did not conclude it appropriate to
incorporate as a component of basic telecommunications services such special interest
provisions as specific physical impairment provisions (other than the statewide
telephone relay service) or feature enrichments which warrant more opportunity to
examine than can be afforded in this docket. While the inclusion of such provisions
would be of significant benefit to some portion of the Connecticut user community, they
are better addressed in the context of specific service offerings. This does not imply
that this Department views these issues as insignificant or unworthy of consideration.
Quite to the contrary, the Department strongly encourages the prospective providers to
seriously consider the merits of the arguments presented in this proceeding regarding
the telecommunications needs of the financially-, physically·, and geographically
disadvantaged and endeavor to address them in the context of any proposed set of
product/service offerings.

. The Department's efforts in this proceeding to narrowly define the components of
basic telecommunications services will permit telecommunications providers free
exercise of their managerial prerogatives without undue regulatory burdens. The
Department encourages providers to aggressively pursue development of new
products/services in accordance with the expressed demands of the varied segments of
the Connecticut market. Participation is not without its obligations, however. The
Department has set forth in this Decision the obligations and responsibilities of all local
service prOViders in the context of basic telecommunications services. Should it
become apparent that the expectations of the public in this regard are not being met,
the Department, pursuant to Conn. Gen. Stat. § 16-247e (a), as amended by Public Act
94-83, will reexamine the threshold for basic telecommunications services it has
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established in this Decision. In any event, the Department will periodically investigate
and determine the definition and components of any basic telecommunications services
as required by the Public Act.

E. Local Service Offerings

Conn. Gen. Stat. § 16-247e (a), as amended by Public Act 94-83, requires the
Department's investigation of local service options, but does not prescribe any action by
the Department to clarify the term "local service." Upon review of the Public Act as a
whole and § 16-247e (a), as amended, in particular, the Department has determined
that any effort to explicitly define "local service" is not necessary to foster competition or
to protect the public interest. The term "local service" is a generic term used within the
industry to describe a service available from a telecommunications service provider. To
impose a common definition for local service on all prospective providers would
effectively reduce the basis for product differentiation and eliminate an essential point of
distinction between competitors in the minds of the market. Moreover, any effort to
standardize "local service" would only serve to dictate specific network architectures
which, as this Department stated in Docket No. 94-07-01, The Vision for Connecticut's
Telecommunications Infrastructure, would constitute an unwarranted intrusion into the
business of the telecommunications providers. Competition can best emerge when the
opportunity to freely innovate .in the definition and development of product/service
offerings is uniformly guaranteed to all participants. Therefore, the Department will
permit local service offerings to continue to be defined by the tariffs of the respective
service providers. The Department, however, reserves the right afforded it by Public
Act 94-83 to approve, deny, investigate, and/or suspend any offering as necessary.
See Conn. Gen. Stat. § 16-247f, as amended by Public Act 94-83.

Notwithstanding the above discussion, however. the Department does feel it
important for consumer protection purposes that it impose one requirement on
providers regarding local service options. Establishing a competitive framework which
confers upon the public the opportunity to choose among competing prices, providers
and services is important, but if the implementation of Public Act 94-83 is truly to be
successful, the ability to make informed decisions must be an aspect of the new power
of choice. Therefore, the Department will require each provider of local
telecommunications services to provide one local service offering (with its own network
or through resale) that is equivalent in design and calling provisions to the basic, flat
rate local calling package offered by the relevant telephone company (SNET USCC
1FR, NYTel Residence Flat Rate Service and WoodbUry Residence Individual). By
requiring each of the providers to make such an offering available, the public will have
the necessary information to formulate an informed preference in the choice of a local
service provider.14 Beyond this, however, local service providers are encouraged to

14 Indicative of the need for the Department to protect the public interest in this area is the callous attitude
of NECTA when asked about the confusion that-could result from multiple providers of local service.
The NECTA witness replied: -I think that there will always be some customers who are confused about
their service options. even with one carrier: (Testimony of Helen Golding. January 25, 1995, p. 70)
The Department is not so willing to accept that confusion is a necessary component of a multi-provider
environment, without taking efforts to alleviate that confusion.
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pursue innovative product development and packaging strategies such that the goals of
Public Act 94-83 may be realized.

v. CONCLUSION

The Department has investigated herein local service options, has set forth its
requirements for basic telecommunications services, and has determined to whom the
requirements apply. In the following section, the Department sets forth its findings and
conclusions in this proceeding. Those, along with the body of this Decision, shall form
the basis for rules and regulations governing basic service to be developed by the
Department. Until such time that rules and regulations are promulgated, this Decision
shall govern the provision of basic service in Connecticut.

VI. FINDINGS AND CONCLUSIONS

A. Findings

1. Public Act 94-83 requires that the Department regulate the provision of
telecommunications services in the state in a manner designed to foster competition
and protect the public interest.

2. The Department has a statutory responsibility, pursuant to Conn. Gen.
Stat. § 16-247e (a), as amended by Public Act 94-83, to periodically investigate and
determine local service options, including the definition and components of any basic
telecommunications services, necessary to achieve universal service and meet
customer needs.

3. "Basic telecommunications services" and "local service" are not
interchangeable terms.

4. Basic telecommunications service is one aspect of local service.

5. Conn. Gen. Stat. § 16-247e (a). as amended by Public Act 94-83, requires
the Department to determine the definition and functional components of basic
telecommunications services.

6. Basic telecommunications services must be available at all times and
allow the customer to complete calls to any other telephone in the local service area
and to access toll services.

7. A usage element. defined by a provider of local service, is a critical
component of basic telecommunications service.

8. Public Act 94-83 seeks to offer the general public greater choice of
products. prices and providers, while still ensuring the universal availability and
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accessibility of high quality, affordable telecommunications services to all residents and
businesses in the state.

9. In a mUlti-provider environment, the prescribed duties, obligations and
responsibilities that have heretofore been solely applied to the current telephone
companies must be extended to aI/ participants in the local exchange service market.

10. The expressed intent of Public Act 94-83 is that greater choice of
products, prices and providers be available to all customers irrespective of geographic
location, economic circumstance, or classification (Le. business or residential) than was
provided under prior statutory direction. ..

11. The Department's establishment of a threshold basic service, with
narrowly prescribed components, will permit telecommunications prOViders free
exercise of their managerial prerogatives without undue regulatory burdens.

12. Conn. Gen. Stat. § 16-247e (a) requires the Department to investigate
local service options, but does not prescribe any action by the Department to clarify the
term "local service."

13. An explicit definition of "local service" is not necessary to foster
competition or to protect the public interest.

14. To impose a common definition for local service on all prospective local
service providers would effectively reduce the basis for product differentiation and
eliminate an essential point of distinction between competitors in the minds of the
market and would serve to dictate specific network architectures which this Department
has characterized as an unwarranted intrusion into the business of the
telecommunications provider.

15. Competition can best emerge when the opportunity to freely innovate in
the definition and development of product and service offerings is uniformly guaranteed
to all participants.

16. The ability to make informed decisions about telecommunications prices,
services and providers must be an aspect of the power of choice conferred by a
competitive market.

17. The Department must take action, if reasonable, to al/eviate customer
confusion arising from a multi-provider environment.

18. Conn. Gen. Stat. § 16-247e (a) requires the Department to periodically
conduct the investigation that was the subject of this proceeding.
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1. At a minimum, basic telecommunications services must include the
following capabilities and qualities:

• provision of a single party, voice grade access line with an associated 7-digit
identification number;

• Touch-Tone® equivalent calling and Automatic Number Identification (ANI)
capability;

• automatic access to the first switching point in the user's presubscribed carrier's
system;

• the ability to receive without additional charge any call irrespective of the network on
which the call originates;

• presubscribed access to a preferred intrastate long-distance carrier and a preferred
interstate long-distance carrier;

• dial access to emergency services under generally accepted dialing protocols (e.g.
911 and 0);

• dial access to telecommunications assistance services (e.g. 411 and Operator);
• dial access to statewide telephone relay services;
• white pages (alpha) directory listing;
• privacy protections (e.g. *67 and Per-Line blocking);
• compliance with explicit and implicit service standards to be established in a future

docket regarding service standards; and
• a usage element, either flat rate or measured, for the local exchange service by the

NXX prefix of the provider.

2. Each provider of local service must provide basic telecommunications
services (either employing its own network or as a resale offering) within the geographic
area for which the local service provider is certified.

3. Any requirement that all providers of local service provide basic
telecommunications services may only be fulfilled if the telephone companies offer the
defined functions of basic service on a tariffed, wholesale basis for resale.

4. The Department will not explicitly define "local service," but will permit
local service offerings to continue to be defined by the tariffs of the respective local
service providers, reserving the right afforded it by Public Act 94-83 to approve, deny,
investigate, and/or suspend any offering as necessary.
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5. For customer protection purposes, each provider of local
telecommunications services must provide one local service offering (With its own
network or through resale) that is equivalent in design and calling provisions to the
basic, flat rate local calling package offered by the relevant telephone company.

6. The Department will reexamine local service options and basic
telecommunications issues as necessary.

DPUC ELECTRONIC LIBRARY LOCATION K:\FINL_DEC\FILED UNDER UTILITY TYPE, DOCKET NO., DATE
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This Decision is adopted by the following Commissioners:

Thomas M. Benedict

Reginald J. Smith

Michael J. Kenney

CERTIFICATE OF SERVICE

The foregoing is a true and correct copy of the Decision issued by the
Department of Public Utility Control, State of Connecticut, and was forwarded by
Certifted Mail to all parties of record in this proceeding on the date indicated.

Robert J. Murphy
Executive Secretary
Department of Public Utility Control
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DlmlJON

I. INTRODUCTION

On July 1, 1114. Public Act 94-83, WAn Act Implementing The Recommendations
Of The T.~municatio". TMk Force· (the Public Act or Act), became Connecticut
law. The Ad Is a braid atr8tegic rnponae to the changes facing the
telecommunications indu8try in Connecticut. The technological uncterpinnlng., the
framework for • men pwtJclpative, and ultimately more competitive,
telecommunications market. and the role of regulation envitioned by the legiallrtuJ1t are
..ntial to the future rMbation and public benefit of In IIlnfonnation Superhighway" In
Connecticut.

At the core of the Public Act are the principles and goals articulated therein.
Section 2 (a> of the Act provides in pertinent part:

Due to the following: affordable, high quality telecommunications
..rvioes that mNt the needs of Indlvidual$ and business.s In the state
are necesury and vltll to the welfare and developm.nt of our society; the
efficient provi.ion of modem telecommunicationa Nrvlces by multiple
providers wJII promote economic development in the stete; expanded
employment opportunities for residents of the state in the provision of
telecommunication. ..rvices benent the sodIty and economy of the
atate; and advanced telecommunications ..rvlces enhance the delivery of
services by pubfic and not-for-proflt Institutions.. it is, therefore, the goal of
the state to (1) etWure the universal availability and accessibility of high
quality, affordable telecommunication. Hrvloes to all residents and
businesses In the state, (2) promote the development of effective
competition as a means of providing customers with the widest possible
choice of ..rvices, (3) utilize fonns of regulation oommen.urate with the
level of competition in the relevant telecommunications service market, (4)
facilitate the efficient development and deployment of an advanced
telecommunications infrastructure, including open networks with maximum
Interoperability and interconnectivlty, (5) encourage ehared use of existing
faclllt~s and coopenltive development of new facilltie. Where legally
poaaible, and technically and economically feasible, and (8) enaure that
providers of telecommunications services In the ltate provide high quality
customer service and high quality techntcalaervioe.

Conn. Gen. Shit. § 16-2478 (8), as amended by Public Act 94-83.

The central premtae of the legislation is that broader participation In the
Connecticut telecommunlcatlon& market will be more beneficial to the public then will
broader regUlation. It is slgnlftOllnt, however, that the Act does not chart a detailed plan
for realization of Its goals Bnd compliance with its principles. Rather, the Act entrusts
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the Department of Public UtIIfty Control (Department) with the respon.lbflfty of
Inplementing both the IeUer and Ipint of its important provisions; the Act thus endows
the Deplartment with bf'DIId power. lind procedural latitude al it aeel<s to achieve the
"'lIItive goals through the fecilltation of the de~lopment of competition for all
telecommunlc8tions services.

In light of the P&mIilc Act, the Department must redirect Its future efforts to
.etlate m.rket conditions and crute fesJ ulatory conditions that will maximize the
benetlta of future cornpetIion for the ueer public of Connecticut. A8 articulated by the
oepanm.nfs Chairman, RegInald J. Smith, durtng the June 23, 1994 technical meeting
In Docket No. 94-05-28, Go"",1 knPllmentltion of Public Act 94-83, the passage of
Public Act 94-83 places the Department and the t8lecommunicationl Industry at an
unprecedented point in Connecticut rtgulatory hlatory with an opportunity to define a
markedly dtfferent future for Connecticut telecommunications. That future ia not
predetennined by the legislation nOf preempted by the wilhes of • ,ingle party or
group. Under the terms of PubHc Act 94-83, it remains the responsibility of this
Department to identify and inatiMe regulatory Itrategles that protect the Interests of the
public In any new telecommunications market.

The Department, therefore, hes established 8 framework for the implementation
of Public Act 94-83 that will allow It the opportunity to fully and pubHcly explore an the
altematlves available to It under the tel'l'N and conditions of the legislation and
eatabliah therefrom appropriate regulatory mechanisms to reflect legislative intent.
Through such a complete exploration, the concerns and propos.11 of the industry and
other interested parties will be fully examined; IIkewi,. the Department will ensure that
the interests of the public are satisfied before reconstituting any part of the
telecommunications delivery system available to the ....id.nta of Conn.cticut.

The implementation framework involves four pha.es: the initial 9Qnceptual
Infrastructure phase (which was completed with the issuance of the decision on
November 1, 1994, in Docket No. M-07-o1, Tbt Vision For CoonacUcut's
IeMcommunicationslnfrMInJaturel. the competition pha.. (which Includes this docket)s
the altemative regUlation phase and the holding company affiliate phase. Pursuant to
that framework. on July 13. 1994. the Department noticed the initiation of the present
docket, OpUC E,plorJtjQO of Uoiv'[I.1 StNic, Policy IMUlI.

II. DOCKET SCOPE AND PROCEDURE

As contemplated by the establilhed Implementation framework, the Competition
Ph..., involves a number of highly focused, limited d~ry docketa In which the
Department Is addressing the luues raised by the legislature's commitment to broader
market participation in Connecticut. In addition to the present proceeding, these
dockets include: Docket No. 94-07-02. DovelQpnwDt of the AMurc;pjona Testa
Analysis, and Rev;ew to Govern Teltcommyn1cationa IIryigI Bttclaylficatlons In IJQht
of the 8 Criteria set Forth in Wion e Of pybUc Act H:l3; Docket No. 94-07-03. npue
Review of procedures BegIrding the Ctrtl1ication of Telecommunications Complnies
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1M pf prggem- B.,*" Reg'. by Certlllld T'lMc>mmurjQetlcp Cgmptoies to
Pgend AuthoritY <brOad in QM1IIMtM pf t!1. CgnytniInqI and NMeI'tty; Docket
No. -..07-04, DPUC 1m F til,. intp tbt CQnwMvI PgwIIIon of LOCII Exmaoge
..".. to Connegtie;ut Docket No. 84-07-OS, OPUC ImtMtGation 1* the Cgmptt"'ve
ptpdejQn of Cyetgmer QwnId cpn QMmIwI T_hpnt Service in CqanlCticut;
Docket No. 14-07-08, opuC Imm'ipfion intg .. C...... prqyJaIon of Alternative
o,e... SeNgin cev-cav'; Dccket No. e.4-07"()7, DPUC Inw_ioo of lOGf!
lent. QIiiMI, fnolydq 'ek; Tlltcqmmypigetjqne ..... policy IMUII Ind th.
Dtdnition and Cgrnpwwja pf ",Ie T.qmmynlptfQOl 8eryjcz; and Docket No. ~
07-08, OeUC Explprttipn Qftbt LIfIUne Pro;ram polQt '.-.'

this docket was 8It8bfiSheci speclfiCil1y to foCUI on the concept of Universal
Service a. that term i. uMd In Public Act 94-83. The Act make. recuning reference to
Unfveraal Service 8. an unquestioned public policy commitment that must transcend
any other effort to broaden participation in the Connecticut telecommunication, marieet.
section 2 of the Act c-.rty expresses the unqualified resolve of the legislature to
"enlure the universal availability and acoe,libllity of high quality, affordable
telecommunications aervice. to "I reaidents and buaineaae' in the Itllte.· Conn. Gen,
Stat. § 16-247a (a), I' amended by Public Act 94-83. In furtherance of this goal,
Section 5 directs the Department to 11(1) periodically investigate and detennine, after
notice and he.ring, local Mt'Vlce o,ptions, including the definition and components of
any basic telecommunications aervices, nece..ary to achieve unlve....' -ervioe and
meet customer needs and ... (2) establish a lfellne program funded by all
telecommunications companies on an equitable blSis, II detemlned by the
Department, sufficient to provide low Income household. or individuals with I level of
telecommunications "Nice or package of teiecommunlcations aervices that supports
participation in the economy and society of the ltate.- Conn. Gen. Stat. § 16-247e (8),
as amended by Public Act ~-83. Section 5 of the Act further provides that -[t]he
Department may, tf neceeaaryI .tablish a universal serviQe program, funded by all
telecommunications oom,.nles or users in the state on an equitable blsis. as
detennined by the Department, to ensure the univel'l.1 availability of affordable, high
quetity basic telecommunications servtce& to all residents and buslnestes througt'lout
the state regardless of 100000io,n: Conn. Gen. Stat. I 16-247e (b), 8. amended by
Public Act 94-83. In a """'nt of SCAR' of fbi prgc;oedjng Ind Procedurel Qeder
iasued in this docket on October 19, 1994, therefore, the Department stated its intent to
more fully explore Univerul Service policy iMu81. including the potential Impact that
"eater competition may have upon the ;oal of Universal Servloe and the
Circumatances under which the Department should establish a Universal Service
Program.

In order to molt upeditiously lIChieve the objectives envisioned by the
Department in thi. docket, the Department established a scope of directed inquiry
Involving a three-step process (position paper, comments and reply comments) to allow

1 The Competition Phase wIJl Me Include dockets involving competitive ..rvice regulation, Hf'Vice
••nd.rds, COlt of MrYice, unbundftng, deprecl8lion, rev.,ue requirements, universal "Nice funding.
lifeline MrvictJ funding. and participative architecture I.sues.
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II who wished to Plrticipete the opponunlty to expl'M& their vitWa on Universal Service
1IIues.2

The Department direoted participants specifically to addres. In their initial
Position Paper the following .... of Inquiry:

• Provide a cun-ent definition of and purpose for UnIverIII service.
• Provide. deftnttion of and purpose for UniverMl Service under the provllions of

Public Act M-83.
• \Nhlt impact will any broader bMe of competitive partJcipatlon have upon the

avattabmty. I~ility I and affordability of telecommunications ..rvices to the
public of Connecticut?

• What additional ru.. and Algulationa wiN be ,..ulred to enlUre future
avall8bilityI accessibility and affordability of teIeoommunlcations ..rvices with
any broader compMitive loenario?

• What "requirements to aerve" will be neoeaury to enaure that Universal service
Ia pr...rved In the future?

• Under what conditions should the Department estabJish a Universal Service
program?

• What should be the components of any Universal Service Program that Is
.tablished?

• Who should manage a Universal Service Fund?

Sl@mInt of Scope of tht prAQlldjng and procedural Order, Docket No. 94-07-08, p.
3.~ber19, 1994.

Following submission of Position Papers, partioiplnta were given an opportunity
to submit Comments, addr...ing the Position Papers of others. Thereafter participants
were invited to submit Reply Comments to respond to the Comments. lsi., pp. 3-4. The
Department received eight Poeltion Paper., eight Comments. and five Reply
Comments.! 'Nit"",,, for all participants adopted the wrttten submissions of their
apOrleor organizations as their swom, dlnlCt testimony, and a" participants waived their
individual right to Cf088...mlne the witnesses offered by other participants. Public
hearings were noticed and the....fter conducted on February 7,1995.

2 The Department hal UMd or II curNntty uP1g Ilil prOOMIln Docket Nol. ~7.o1 through 84-07-09
It'd h8a found It to be both efticiInt lind effective II the DepMment fomwlatea Ita opinions in each of
the proceedings.

3 The Department I'ICeiYed PoIilion PIPI\'I from the folloWing: Offtce of ConIumer Counsel (OCC);
0fIIct of the Attorney Gen8nII (AG); TM SOUthem New 1",1and TelephoM Company (SNET); AT&T
CommunDdona of New e",t.nd, Inc. (AT&T); Mel Telecot'nrnunlclltions Corpordon (Mel); Sprint
Ccmmunloltlons CompwIy loP. (spnnt); New Engllnct C8b1l TetMllon Auociatlon, Inc:. (NECTA);
and Metro Mobile CTS d 'eirfteld County, Inc., Metro Mobile CTS of Hartford, Inc., Metro Mobile CTS
of New Haven, Inc., Metro Mobftt ell of New London. Inc., end Metro Mobile CTS of Windham, Inc.,
(coIlectiYeJy Metro MObile). The following submitted Comments: OCC; AG; SNET; Mel; Sprint; Metro
Mobile; and Clb/ev/tion L1ghtpMh, Inc. (UghtpMh). OCC. AG, SNET, MOl, and Sprint also IUbmltted
Reply Commlnta.
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The Department iIIuecI a Draft Decision in this docket on March 20, 1995. All
participents hid the opportunity to file written comments and to present oral argument
on the Draft Decision.

HI. PARDeIPANTS' pasmoNI

To put the views of the part.n" in the proper context and to establish a
foundation for the Department's dilcuuion in this Daciaion, the following, sections
aummarize .ach partlci,ant's lubmiesionl and Identify the principal points of
agreement and contention among the partiq)antl that are pertinent to the scope of this
proceeding.

A. SUMMARY 0' INDIVIDUAL SUBMISSIONS

1. 0Ift0e of Con.urn., Coune.1 (OCe)

occ .... that -[u]nder the Ad, the goal of universal service is to assure
thllt all citizens, Algard••• of incom., disability or location, have .ccal. to the high
quality telecOmmunications serviees. at a price that they can afford, necessary to
Mture meaningful partICipation In the economiC, loclal, and pOlitical life of the .tate."
(OCC Position Paper, p. 4) In oec'. View, -Iu]nlv.rul "Nice is r.cognized 8. a
public good not only because It enables all citizens who so desire to obtain service that
might otherwise be unaveilable to them, but also because it facilitete. the ubiquitous
Ivailabillty of telephone aervice which benefits society as 8 whole.· (!d.)

According to OCC, llConnectieut enJoys' one of the highest penetrations of
talephone, CIIble, cellular, and other mobile telecommunications "Nice. in the United
States." ad· I p. 1) "As Connecticut move. to a more competitive, more dynamic and
more service-rich telecommunleat\ons environment, the Department remains chlrged
under the Act with the rnponaibility to ensure the univeraal Ivailability and acce..lblllty
of high quality. affordable telecommunications services to all residents and businesses
in the atat., regll'dl••• of Income, disability or location. II (JR.)

In this regard, oce poin1s ou1 th. "[n]otwithatanding Connecticut', high
ttatewlde penetration rat•• there remain pockets, primarily in low income areas in
some Connecticut citin and towns where significant percentag•• of households do not
have telePhone ..rvice." (Id., p. 2) oce, th-.fore, "strongly recommencls that the
effectfveness of the current Lifeline programs in Connecticut continue to be monitored
to ensure that the poor can afford telephone service and outreach programs must be
developed to inform the needy of the availability [ot] Lifeline telephone a.Nice.- (Jd.)

In Ita lubmlealon, 'OCC further contends that ·Public Act 94-83
contemplates the u.wersal aVlilability of high quanty and affordable
telecommunications ••rvice. not only for low Income hou..holda but 00 for the
physically disabled" ad., p. 3) According to OCC, "[t]he Americans With Disabilities
Act and Connecticut's historical commitment to provide the technical capability
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""ary for the Statlt'. hearing and lPNQh-impaired citizens to utilize the public
twitched teiecommunfcltlona networf( are reflected in prior Department decisions [that]
....... the aVillabl1ty of T.-communicltiona Reily Service (TRS) to meet universal
...... objttctiYM.- (IA.) In OCC', view, .,. Department should expand the Lifeline
Program to provide eupport for voice dllDng for the eight-impaired and epeelal directory
••istanee for the elderly and light-impaired. (ki.)

cec ... that -co.".,.ttt1on Ihoutd promote unlve....1 ..rvice
objective$,- (Id.)

. . . the deveJopment of etf8ctive competition In telecommunications
markets, Including aal exchange MNIces, will promote the greater
availabilityI eccessibility and affordability of teleconvnunications ..rvlee.
Effective competition will ultimately expand universal ..rvlce by
encouraging lower prices, technological development and the introduction
of advanoed "Nices.

(lA.)

According to ace, it "ia premature for the Department to .stablish 'a
broad-baaed unlversal.-viall progl'llm or fund at this time," (JA.) oct argues that
·[u)ntil and unl..s there is an actual and demonetrated thr.at to the universal
affordability and ubiquitous aCCl8llblHty of high quality teleeommunications services In
the atate, the Department thould not adopt a new program to addr., universal service
concerns." (.ki.) It is the OCC's view ht ·[w)ith • current 96.5% penetration rate for
tefephone ••rvice in the I1tat., tn. Department" existing universal service pollcie$ and
Lifeline programs (with some modest expansions to meet the needs of the physically
dtsabled) is expected to satiefy current universal ..rvice needs.- (Js;l., p. 4)

ace cautions that -[aJny universal service program Idopted by the
Department, .fther now or In the tuture, mult be carefully Cl1Ifted to ensure both
competitive neutrality and a minimum of regulatory intervention in the marketplace."
(Jd.) To the extent that aub.ldies may be neoeaaary to acoomplllh universal service
objectives in a competitive environment, oee auggeata that programs and funding
mechanisms should adhere to the following principles:

(I) all tubaldles should be explicit. welklefined, and carefully targeted; (ii)
funding mechanisms should be structured in a neutral manner, 80 as not
to favor, either directly or indirectly, any particular provider or any
technology; (IU) funding 8hOuld be eully adminlaterecl wtth as little added
bureaucracy and cost as possible: and (Iv) any program ahould be
administered by an Independent third partyI not a telecommunications
aervices provider.

(Jd.)
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VVIth rwpec.1 to the funding of univerul ..Moe, oce recommends that
funding -be provided by 11ft tIIeeommunications companies In relation to their merXet
pretence, that II, In proportion to their percentage martcet ehares, or their percentage of
total Intrastate telacarmwnlcationa revenues.-" (OCe Comments, p. 8) cee
emph81izes that ". _*nOl and nature of any unJveraaI aervice subsidies can only
be MC8I1ained through a rigorous and detailed analysis of telephone company cost of
Mf'V1oe Itudies, Includlngceat allocltions.- (.Id., p. 7) According to oee, -[o]nly after all
subsidies (If any) have Men identified and calculated wHI the Depertment ba in a
position to craft a funding mecMnllm that I, fair to ell.· ad.)

2. Th. OffIce of the Attorney General (AG)

T.... AG expreaMI the opinion that universal telephone service It '1he
underpinning of an information economy and not an ill. to be tampered with lightly.·
(AG Position Paper, p. 1) According to the AG, universal .ervice i. d.fined 8&

-affDrdable belie ..rYlee, avallabte to all retidents and busine•••s In Connecticut,
regardleas of Income, diMbility or location.· (JA.) The AG, in tum. defines basic service
"1$ thOte components of the "Nice that the residential con.umer deems ....ntial and
expects will be • part of his b.sic service, at 8 price that reflects cost." (k1.)

It Is the AG's firm opinion that Connecticut ha. not r.ached univ....al
telecommunications lervlce. (Jd., p. 2) According to the AG. -(a]lthough Connecticut's
aYel'lge residential telephone penetration is high, there Ire many cities In Connecticut
wh.... only 85.5% of the homes have telephone ..rvice.- (JR.) The AG points out that
-Ia)s of September 22, 1993, Connecticut had dropped from first to sixth place
nationally In terms of houlehold telephone penetratlon.- QQ.., pp. 3-4)

The AG attached as part of Its lubmltllon, The National Information
Infrastructure: Agenda for Action, which &eta forth the Clinton Administration's National
Information Infrastructure initiative. That initiative provides, in part:

The United Statea has long been c*ilcated to 'unlv.rsal servloe'
widetpread availability of basic tel.phone service It affordable rates....
[T]he full potential of the (National Information Infrastructure) wfll not be
....llz.d unleaa all Americans who desire it have easy, lIffordable access
to advanced communications and Information services, regardless of
income, dlsabiJIty, or location.

It is the goal of this Administration thlt by the year 2000. an of the
cI...rooms, libraries, ho.pltall, and cliniC8 in the United Stat•• will be
connected to the (Nationallnform.tion Infrastructure].

.. OCC ....' with Mel lInel Sprint.who -Ildd • qualifier that contrIUlons ahoulcl be net of ptayment
mIde to 'other cerrief1l' (Mel) or 'intermediaries' (Sprint), tuppotedly to avoid double counting.- (1t;l.)
OCC... that payments meete to carriers or intermediaries, -lilce all carrier costs, .... petted through
to and paid by end UMrI, not carriers.· (OCC Comments, p. 8) AcQmIing to cec, therefore, -while
end UHfS may end up aupportlng unlwraal "rvlce through V8I1ous ehlrges, II "ey do (IHegedly)
tDdBy. there is no double counting against Clrriers to be evoided,· 0;., pp. 6-7)
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(AG Po.ition Paper. p..5, quoting Amerlce Online, IJacIqJround on the Administration's
TeIeoommunioatJona Folley 1Worm Inm.tIVe. at S (1/12114» The AG luggests that "[t]o
the extent potllble, Connecticut's definition Ind purpoee [for universal ..rvlce] lhould
dOVetaIl with the natlonll initiltlve: (AG POIition Paper, p. 5)

The AG auerts ht ·afrordabilltyw II the key to universal service and
argues that 'a]ffordable pricing must be baled on Just and ....son.ble ratel, whiCh
should yield fair profits for providers while enluring that ratepayers receive the benefits
of technological prog....... (Id., p. 6)

According to the AG, acompetttlon .hould Ifreet the oomponents of bale
service and reduce the coat of baatc service: (Id., p. 7) lrfhe netural conaequences of
that lhould be Increased market penetration and reduced strain for this necessity on
the hou..hold budget (or, for those that can use the price cIeere.a. in other ways, the
purchete of optional advanced telecommunications aervlcel, thereby likely inCfNsing
competition in those areas).- (lQ., pp. 7-1) The AG argues, however. that mar1<et forces
associated with competition may not prove lutricient to achieve an acceptable level of
basic ..rvlce IOce.. and affordlbility for all citizens. (Jd., p. 8) The AG thus reafflrms
ita IUPport for l.lfellne a. "one way of eneuring basic ..rvlce to those members of our
popuilition who cannot afford • phone." Osl.) "The components of LIfe"ne. however,
must be the same as basic ••rvlce, only with. funding mechanlam.- (Id.)

The AG argue. that .[i]t is presently unclear to what extent funding of
basle service Is necessary to achieve unlvers.1 ..rvice." <.ki.) "Nor is it clear to what
extent funding will be neceMary upon full competition." ag.) The AG thus recommends
that. study be initiated to determine the actual costs of basic service. with a focus on
coats by region and city. In the AG'. opinion, such Information Is neoestary prior to
addressing the criteria for participation and funding. (Id.) "The Department cannot
know how much ba.io service should be subsidized in the Mura. If at all, until the
Department conclude. that basic service Is currently being subsidized in the first place."
(AG Comments, p. 4) In the event, however, that the Department concludes in this
docket that a funding progl1lm is necessary, the AG reoommends adopting
"competitively neutral, independently administered unlveru' _rvloe funding (oot1eotion,
distribution, and provider of lalt resort obligations): (AG Position Paper, pp. 8-9) The
AG also believes that consumera should "benefit from the subsidy, If any. by using the
aubtldy 8' a credit on their bill with the local carrier of their choice." (AG Comments. p.
5)

The AG emphasizes that the important point is "to ensure that universal
service not only survives but Improves by opening Connecticut's doors to intrastate
competition." (AG Poattion Paper. p. 9)
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The [Department] should balance the need for new entrants to enter the
market, whIle ........ that .,ltlng provlderl do not 1OIe'Y bear the
expenee of univerul ..tvice and the requirwnentl to Mrve. Similarly, the
[Depal1ment] 8hould allo prevent a 8hJfting of the cost of universal servioe
and service requirements to consumers.

(Jd.)

3. The m New England Telephone Company (SNET)

SNET that 8(1]lnce before the tum of the tvlentleth century
Connecticut h. IUPPOrted the unMt....1availability of telephone ..rvioe • affordable
prices.- (SNET Position Paper, p. 1) As. result, according to SNEl, Connecticut has
one of the highest penetration rates In the country. (lA.) 8As we move toward the end
of this century and Into the next, SNET believes universal service can, and should, be
sustained as an objective.· (kl.)

SNET defln.. universal MtVIce la 8 ublqultoua evallabfllty of baare aervioe
at prices that are determined a. I matter of public poficy to be affordable.- (Jd., p. 4)
..",. purpose Is to .nslire that all persons have access to the public 8wttched network."
(kl.) In SNET's view, the definition Ind purpose of universll service do not change
under Pub6c Act 94·83. (JR.) "'hey do, how~er, take on new meaning in that the
transition to a competitive environment require. that we address the traditional price
structure for telecommunications .ervices • a price 8truoture develQl*i In a monopoly
environment.- (Jd.) According to SNEl, "[a] unive,.al.erv;ce fund i. a rnechanilm that
wll move the industry through the transition from a monopoly to a competitive
environment without customer disruption and with as UttJe market disruption as
possible." (Jd.)

SNET does not expect competition to affect adversely the Ivallability,
lICCIIuibility and affordabHity of telecommunication. services in Connecticut. (!d.) ",:"0
the contrary, SNET at"a:

Competition drives prices to competitive levels, and drives out subsidies.
It alao Improves _rvlce, aooeIerat•• development of new products and
..rvice., and tends to drive coate down. Ultimately, cuatomere will be
better off than today, and moat may be expected to pay lea. in total, or
len in proportion to wh8t they receive. This will not be the outcome for
everyone. however. although real price increeees for individual customers
should be minimal. With. unlw,..al ..rvlce fund and lifeline program to
help in the transition, such inere.....hould not be at III disruptive.

(ld.• pp. 4-5)

On the Itlue of -requtrements to ..rve.- SNET aupports a requirement
"that elmers holding themNlve8 out to ..rve a plrticular geographic market or market
segment (such as business or residential customers) should have applicable common


